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* 


Notes of the Month 


Italy’s General Election 


THE result of the Italian General Election of 7 June has caused 
many people both inside and outside Italy to pause and take stock 
of a new and perhaps unexpected situation. The Government of 
the Christian Democrat and allied parties, which since 1948 has 
controlled never less than 311 seats in a Chamber of 584, must now 
face the new Parliament with a majority of only sixteen. It failed— 
by only 57,000 votes—to obtain the quota of 50 per cent plus one 
of the total votes which would have set in motion the new elec- 
toral law! and its bonus, granting 65 per cent of the total seats in 
the Chamber. In the Senate, for which voting took place under the 
old method of proportional representation, the Government 
parties succeeded in obtaining a small majority—so-2 per cent of 
the total votes, as compared with their vote of 49-8 per cent for 
the Chamber. 

In broad lines, this result means a falling-away from the Centre 
to the extremes of both Left and Right. The Communists and 
Left-wing (Nenni) Socialists together now have 35-4 per cent of 
the total votes, as against 31 per cent in 1948 and 33 per cent in 
the municipal elections of 1951-2, since when, incidentally, the 
Communists have gained some votes from the Socialists. The rise 
of the two Right-wing parties, which was very marked in the 
Southern local elections of 1952, has been maintained as far as the 
Monarchists are concerned—they will have forty deputies in the 
new Chamber, as against fourteen in the old—but the neo-Fascist 
\i.S.1., though its seats in the Chamber will rise from five to 
twenty-nine, has polled less than in 1951-2 (5-9 per cent now, as 
against 6-3 per cent then). The Christian Democrats themselves, 
despite the great reduction in their 1948 vote, have increased their 


‘See The World Today, May 1953, pp. 190-2. 
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poll by nearly 4 per cent since 1951-2; they obtained over [ 


10,850,000 votes, or 40-08 per cent of the total. It is among their 
allies, the smaller lay centre parties, that the holocaust is most 
apparent: all three, Liberals, Social Democrats, and Republicans, 
have lost heavily, especially the last-named. 

Outside considerations, notably the feeling of détente with 
regard to Russia, backed up by Mr Churchill’s speech of 11 May 
and combined with a certain weariness of American tutelage, un- 
doubtedly played a considerable part in the results. At the same 
time, this was the first post-war General Election in Italy to be 
fought on largely internal issues. Now, in contrast to the situation 
in April 1948, there was no great sense of urgency related to a 
threat from outside the country. Two general ideas prevailed: 
that the Communist advance had been held at bay, and that the 
Centre parties were pretty safe to pass the needed 50.01 per cent 
majority. ‘This feeling produced a widespread, and, as it proved, 
mistaken, sense of security, bringing as its corollary the impression 
that it was perhaps no longer essential for the ordinary citizen of 
no extreme views to vote for the Centre. He might instead allow 
himself the luxury of ‘un’ affermazione’—a vote, perhaps, for the 
Monarchists (for many an Italian, outside the avowed Monarchist 
Party, is still nostalgically monarchist at heart), or for one of the 
splinter parties which broke away from the Centre in protest 
against the electoral law—a vote, in any case, which would satisfy 
his vague feeling of dissatisfaction with the predominantly Christian 
Democrat Government which seemed to him to have been in 
power quite long enough, to have shown itself too ‘prepotente’, 
to have too strong a tinge of clericalism—or merely to have failed 
to give him the job he hoped for. These are all nebulous things, 
but they did build up to a state of mind which made these elections, 
as polling day grew nearer, highly unpredictable, and which cer- 
tainly influenced the results. 

Among the more tangible and immediate reasons for the swing- 
over, dislike of the new electoral law, and misunderstanding of its 
purpose, must rank fairly high. Besides being directly responsible 
for the formation of two splinter groups headed by prominent 
figures—Senator Parri and ex-Treasury Minister Corbino—which 
together polled more than five times the 57,000 votes by which the 
Centre missed its majority, it also alienated, or caused serious 
doubts among, a good many thoughtful and conscientious people. 
The very high number of spoilt or contested papers in the voting 
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for the Chamber (1,300,000, as compared with 500,000 in the 
1948 election) also suggests that some of the more uneducated 
voters failed to grasp how the new method operated. Communist 
propaganda christened this law the ‘legge truffa’—the swindle law 
—and a slogan of this kind is effective, irrespective of its truth. 

The difference between the Senate and Chamber results sug- 
gests that the younger age-groups on the whole tended to vote for 
the more extreme parties rather than for the Centre (eligibility to 
vote begins at twenty-one for the Chamber, at twenty-five for the 
Senate). An analysis by the Communist youth leader Enrico 
Berlinguer (Unita, 13 June 1953) bears out this view as far as the 
Left-wing parties are concerned; but the widespread theory that 
the neo-Fascist M.S.I. had an outstanding following among young 
people is not entirely borne out by the polling figures, for that 
party gained more votes in the Senate elections than in those for 
the Chamber. 

Since the election there has been a notable tendency in the 
independent press to rally round Signor De Gasperi. He is spoken 
of as the obvious leader of the Centre which, in much reduced 
circumstances, will still have the task of forming a Government. It 
seems likely that the Christian Democrats can still rely, if they 
wish, on the help of the Liberals and Republicans; that of the 
Social Democrats is less certain, and their leader, Signor Saragat, 
may make this the occasion for a renewed attempt to reunite the 
scattered Socialist forces by insisting on overtures to Signor 
Nenni’s Left-wing Socialists. The Socialists’ co-operation in the 
Government could, however, only be contemplated if they were 
to abandon their long-standing ‘Unity of Action’ pact with the 
Communists and to withdraw their opposition to the Atlantic 
Pact policy. While the other alternative, that of an alliance with 
the Monarchists, would undoubtedly be more palatable to the 
Right-wing elements in Signor De Gasperi’s party, it seems un- 
likely that he himself would sponsor such a move. In his post- 
election statements he has specifically blamed the irresponsible 
behaviour of some Southern groups who had ‘put the nation in 
danger’ through their efforts to save the monarchy, and has pro- 
claimed himself undeviatingly still a ‘man of the Centre’. 


The Soviet Zone of Germany 
THE change of policy, ‘to correct grave errors committed in the 
past’, announced by the S.E.D. on 10 June might well seem, in 
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the light of conditions in the zone described in the article pub- 
lished in this Review last month,? to be no more than a long over- 
due, prudent, and indeed essential move. The recommendations 
made by the S.E.D. and accepted by the East German Govern- 
ment are as follows: ration cards are to be restored to those from 
whom they were withdrawn on 1 May; farmers will no longer be 
turned out of their holdings when they fail to deliver their correct 
quotas; refugees who return home will not be punished and will 
have their houses and property restored; private firms will no 
longer be forcibly nationalized; no new collective farms or State 
co-operatives will be organized; prices of various foodstuffs raised 
last month will be reduced to the old level; there will be an 
amnesty for some three thousand political prisoners; measures will 
be taken to make movement between the zones easier. There have 
also been rumours, not yet confirmed, that the People’s Police is 
to be reduced in size from its present figure of about 120,000. If all 
these new decrees are carried out the conditions in Eastern Ger- 
many will be materially improved and the refugee exodus, food 
shortage, and deterioration in output checked. 

But the announcement of 10 June did not refer to the earlier 
and bitterly unpopular decision to raise production norms com- 
pulsorily and uniformly, without granting any extra pay, by 10 
per cent before the end of May and by 50 per cent before 1 January 
1954. A strike against the new norms was reported to have taken 
place at a factory in Henningsdorf near Berlin on g June (before 
the S.E.D. proposals were made known) and to have affected 2,000 
workers who refused to return to work until the new regulation 
was withdrawn. On the 16th East German building workers also 
struck in Berlin; ironically enough they were engaged in building 
blocks of flats in the Stalinallee intended to show the world how 
well the East German Government cares for its workers. Despite a 
Government announcement that the new norms had been can- 
celled, demonstrators gathered in the Stalinallee early next morn- 
ing and marched on the Government offices in the Leipzigerstrasse. 
The subsequent riots, declaration of martial law, and the use of 
Russian armoured cars and tanks when the People’s Police proved 
unreliable were widely reported in the daily press. According to 
reliable evidence strikes also took place in industrial cities such as 
Magdeburg, Halle, Erfurt, and Jena. 

During the last week in May Moscow Radio had announced the 


1 "The Soviet Zone of Germany Today’, in The World Today, June 1953. 
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re-organization of the political and military administration of the 
Soviet zone and the creation of the office of Soviet High Commis- 
sioner, to be entrusted with the task of representing Soviet in- 
terests in Germany and controlling the authorities of the East 
German Republic within the framework of the obligations arising 
from the Potsdam Agreement. It is difficult not to see in this re- 
organization, and in the reversal of policy announced on 10 June, 
part of an overall Russian change of tactics towards the Western 
Powers, directed in the first instance towards influencing the 
Federal elections in September. Before this note is published there 
is reason to suppose that order will have been restored in East 
Berlin and throughout Eastern Germany. Nevertheless it seems 
likely that neither the Soviet nor the East German authorities will 
be able to continue unchanged the new policies of the last few 
weeks; greater relaxation or renewed repression will probably be 
inevitable. ‘The Soviet Government might perhaps be inclined to 
draw the inference that a small dose of ‘relaxation’ in Eastern 
Germany has not paid dividends, and that a bolder bid might yet 
compel the West Germans and the Federal Government, against 
their will, to consider reunification as a short-term issue capable 
of exerting a direct influence on the forthcoming elections. On the 
other hand it is hard not to believe that Soviet and East German 
authorities alike were taken by surprise by the actual consequences 
of their recent experiment in controlled and partial lifting of 
restrictions. ‘The Soviet Government may therefore be compelled 
to consider the effects which a continuation, or further develop- 
ment, of this policy might have in the Satellite States and perhaps 
even on the internal situation in the Soviet Union. 


The Franco-Saar Agreements of 20 May 1953 


NEGOTIATIONS for the revision of the Conventions imposed 
upon the Saar by France in March 1950 began in Paris on 9 
February. After an Easter recess they were concluded on 20 May 
when a new series of Franco-Saar Agreements was signed by 
M. Georges Bidault and the Saar Premier, Herr Johannes Hoffman. 
As it happened, the Government headed by M. René Mayer fell 
from power the next day. 

The end of the potential French veto on Saarland legislation, 
the end of French juridical predominance in the Saar, and the ex- 
tension of Saar diplomatic representation were agreed before 
Easter (see The World Today, May 1953, p. 196) when agreement 
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on the economic issues still appeared remote. Thanks largely, it 
appears, to the insistence of the French Premier, M. René Mayer, 
and in particular to that of Monsieur Gilbert Grandval, hitherto 
the head of the French Mission in the Saar, remarkable concessions 
were made by the French negotiators after Easter. It had been 
much resented in the Saar that since 1947 the banks had been 
wholly under French control, but now they will be run by the 
Saarlanders who in future will have their representatives on the 
Conseil National du Crédit; the Saar will now issue its own coins. 
The Saarlanders had also complained bitterly that they paid up to 
74 per cent of their ordinary Budget to France as the Saar contri- 
bution to the cost of diplomatic representation and defence. In 


future their contribution is reduced to 5 per cent of rather less [ 


than their ordinary Budget, as for this purpose many social bene- 
fits it provides are not to be reckoned as part of it. Another striking 
economic concession made by the French, in spite of the restric- 
tion of their imports and the jealousy of Alsatian and Lorraine im- 
porters, gives the Saar Government the right to distribute its own 
import licences within a total figure agreed upon with Paris. 

In the early stages of the negotiations, the whole problem of the 
Saar mines leased to France for fifty years in 1950 induced pessi- 
mistic speculations. According to Convention IV of 1950, although 
a mixed mines council and mines committee were set up, in the 
management of the mines a French director always had the final 
word, and major decisions on policy were made in the last instance 
by the French Minister of Mines, who required the Saar to con- 
form to price levels and other circumstances prevailing in France. 
The Saar representatives in Paris pressed persistently for the Saar 
mines to be placed in the hands of a mixed Franco-Saar Vorstand, 
a Board of Management of the German type. At first the French 
regarded this proposal with suspicion as one which would en- 
courage unnecessary intrigue. But in the end they agreed to 
abolish the Régie des Mines de la Sarre and to set up instead, to- 
gether with the Saarlanders, a public corporation to be responsible 
for the organization of the whole Saar mining enterprise and to be 
called the Saarbergwerke. This is in future to be managed by a 
Vorstand consisting of five people of whom at least two are to be 
Frenchmen and at least two Saarlanders, and all jointly nominated 
by the French and Saar Governments. The Vorstand will be super- 
vised by a Mines Council responsible for the decisions on policy 
hitherto made by the French Minister of Mines. The Mines 
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ely, it 7 Council will include ten Frenchmen and ten Saarlanders; of the 
layer, |atter four are to be working miners who will be enjoying a 
herto — restricted Mitbestimmungsrecht. When the Mines Council chooses 
sions | a French chairman, the chairman of the Vorstand must be a Saar- 
been | ¥ Jander and vice versa. 

been| — Within the discussion of the question of the Saar mines as a 
y the} _ whole, the dispute over the Warndt coalfields, which lie under 
n the} Saar territory but have been mined from Lorraine as long as 
‘OINs anyone can remember, several times threatened to wreck the whole 
up to} Franco-Saar negotiation. Feeling ran very high in the Saar about 
yntri- | the Warndt, whose coal is of the best quality the Saarland pro- 
e. In| duces; the Saarlanders believed, not only that the Houilléres du 
- less | Bassin de Lorraine, to whom the Warndt coalfields had been 


yene- | leased, were paying too little at go fr. per ton mined, but that they p 
iking | were encroaching upon coalfields to which they were not entitled. 3 
stric- | Although it has not proved possible to untie so complicated a knot - 
>im- | as that of the Warndt at the conference table in Paris, a protocol to 


own | the mines agreement described above has provided for an arbi- ; 
tration commission of five members; of the latter the French are to 


f the nominate two, of whom one cannot be French, and the Saar- 
eSsi- landers two, of whom one cannot be a Saarlander; the two 
ough Governments together are to choose the chairman, who must be 
| the neither a Frenchman nor a Saarlander. This commission is to re- 
final draw the frontier of the Warndt mines leased until 1980 to the 
ance Houilléres de Lorraine so as to leave the major part of the Warndt 
con- production in the hands of the Saarbergwerke, and to reconsider 
nce the charge of go fr. per ton. The French have further undertaken 
Saar that Saarlanders are to be preferred for employment in the 
and Warndt and that they shall enjoy the higher Saarland social in- 
nch surances although their employers are French. These concessions 
en- are all the more striking in view of the indignant protests which 
1 t have come from Lorraine against any concessions at all. It is 
to- conceivable, though improbable, that the French Parliament will 

ible reject the new agreements, which are, however, expected to 
) be operate shortly; the superseded Conventions came into operation 
Ny a without ever being fully ratified. 
» be The Franc@-Saar Agreements of 20 May rest upon Herr Hoff- 
ited mann’s favourite axioms that the final German Peace ‘Treaty may 
er- entail their médification, and that the Franco-Saar economic union 
licy is to be regariled as an essential link in the Coal and Steel Com- 
nes munity chain. 
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Laos, Siam, and South-East Asia 


THE RECENT threat to Laos by the insurgents in Indo-China, | 


though now temporarily in abeyance, compels attention to the 
importance of Siam in South and East Asia. A number of explana- 
tions have been put forward for the advance into Laos: these in- 
clude the suggestion that, as with their earlier operations in the 
Black Thai country, from which the insurgents approached Laos, 
the advance is merely designed to gain prestige, to confuse the 
French command into drawing off troops to a front of little real 
importance, to dispirit the supporters of Bao Dai’s Government, 
and to encourage a ‘peace at any price’ movement in France; it is 
also suggested that the insurgents may wish to have a more secure 
hinterland for their revolutionary base in northern Annam. The 
most obvious importance of Laos, however, is that it provides an 
avenue of approach to the north-eastern provinces of Siam. These 
provinces contain a large Indo-Chinese minority which is known 
to be sympathetic towards the insurgents, and they are said to be 
disaffected towards, or at least ill-controlled by, the Siamese 
Government. 

Before the Japanese invasion in 1941 the Siamese Government, 
led then, as now, by Field-Marshal Pibul Songgram, expressed 
their determination to oppose any foreign aggression. In the event 
Siam hastily concluded an alliance with the Japanese, thereby 
avoiding, unlike other countries in South-East Asia, any real 
damage from the Pacific war. The present Government equally 
expresses their intention of opposing any Communist advance, but 
it cannot be regarded as certain that Siam will be able to maintain 
sustained opposition if strong Communist pressure is exerted. 

If Siam were to collapse the position in the rest of South-East 
Asia, and indeed in South Asia as well, would become extremely 
difficult. Cambodia, already uneasy, and beyond it southern Viet- 
nam, would be outflanked, the long Burmese frontier with Siam 
would be an invitation to the movement of opponents of the 
Government of Burma and to the passage of arms, and the Com- 
munists in Malaya, who use the southern peninsular provinces of 
Siam as a base for rest, retraining, and re-equipment, would be 
immensely strengthened and heartened. 

But perhaps just as important would be the loss of the Siamese 
rice exports and the threat to the exports from southern Indo- 
China and Burma. Since the war Siam has become the largest 
exporter of rice in the world, followed by Burma, which was the 
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largest befote the war and is potentially so again; Indo-China, 
though now only about fifth, almost tied with Siam for second 
place befor¢ the war. The rice export figures in 1951 were 
1,529,800 tohs for Siam, 1,265,000 tons for Burma, and 301,000 
tons for Ind¢-China, out of a total world export of 4,720,300 tons. 
The bargainjng power which the control of this rice would place 
in the handq of the Communists in dealings with India, Japan, 
Malaya, and pther countries which need to import rice can hardly 
be overestimited. 








ERRATA AND ADDENDA 


In the article on “The Soviet Zone of Germany Today’ (The 
World Today,\ June 1953) the following corrections should be 
made: 

p. 238, line ). ‘From 1941’ should read ‘From 1945’. 

p. 242, last line. ‘1948’ should be ‘1945’. 

p. 247, line {. For ‘as much as DM-East 1,500’ read ‘several 
thousand DM -iast’. 

p. 248, lines 15-16 should read: ‘Free sale, particularly of fats, 
has ceased to exist; on the lowest-grade ration cards butter is not 
included. . .’ 








In the articl¢ on “The Press in the Satellite Countries’ (ibid), 
p. 262, line 5, the reference to Rudé Pravo should read ‘31 January 
1953° (mot 21 February). Tvorba (Czechoslovakia), mentioned on 
p. 263, line 10,)was suppressed early in 1952. Literarturni Noviny 
(p. 263, line 14) should read Literarni Noviny; it replaced Lid- 
ove Noviny afte} the latter ceased publication in February 1952. 

















Athens, Ankara, and Belgrade 
Implications of the Balkan Pact 


THE history of international agreements in South-Eastern Europe 
is long and, it must be admitted, not altogether encouraging. The 
reason is not far to seek. Any attempt at international collaboration 
between the smaller Powers has generally been frustrated by con- 
flicts between larger Powers. There was, for instance, the Pact of 
Mutual Understanding, signed in Athens on 9 January 1934 be- 
tween Greece, Turkey, Rumania, and Yugoslavia. By this instru- 
ment each of the signatories guaranteed the Balkan frontiers of the 
other three, and undertook to consult together should any threat 
to their common interest arise. In the event, the Drang nach Osten 
of the Nazi regime rendered the Pact of 1934 of little avail, lacking 
as it did the guarantee of any of the other great Powers. The 
frontiers of Greece and Yugoslavia were violated by the greatest 
military machine of the century, and the Rumanians and the Turks 
were somewhat naturally reluctant to do anything about their 
guarantee, even if there had been anything effective for them to 
do. Any consultations which may have taken place between the 
signatories in the nineteen-thirties could clearly have been of 
academic importance only. 

Nevertheless, the fact that agreement was reached in 1934 cer- 
tainly cannot have made it more difficult to reach agreement in 
1953. Not that this can have been altogether easy. For in the 
present honeymoon of relations between Yugoslavia and the West 
it is often forgotten that little more than five years ago Yugoslavia 
was giving active help to the guerrillas waging war on Greek soil 
against the Greek Government. With Marshal Tito’s expulsion 
from the Cominform in the summer of 1948, however, Greco- 
Yugoslav relations rapidly improved. This improvement, it is 
important to note, was accelerated by the declared intention of 
Soviet policy to create an independent Macedonian State, a plan 
which, if it were ever to be realized, would mean the loss to both 
Greece and Yugoslavia of important territories now in their pos- 
session. Simultaneously with this improvement in Greco- Yugoslav 
relations, pressure was being exerted upon the North Atlantic 
Treaty Powers by both Greece and Turkey with the object of 
inducing them to expand the Organization so as to include their 
two countries. Since the proclamation of the Truman Doctrine in 
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March 1947 the U.S. Government had taken over from the 
United Kingdom the primary responsibility for economic and 
military assistance to Greece and Turkey, and American military 
aid to both countries was soon thereafter forthcoming on a scale to 
which Britain could scarcely have aspired. Quite apart from the 
strategic advantages of including Greece and Turkey in N.A.T.O., 
the American stake in the two countries in terms of dollars and 
matériel alone was great enough for the Greek and Turkish re- 
quest to receive careful hearing. In the autumn of 1951 both 
countries were duly admitted to membership of N.A.T.O. 

Within a few months of this development meetings were taking 
place in Athens, Ankara, and elsewhere between official repre- 
sentatives of the Greeks and the Turks on the one hand and the 
Yugoslavs on the other. The negotiations continued throughout 
1952. They ended in the initialling at Ankara on 28 February 1953 
of a “Treaty of Friendship and Collaboration’ between Greece, 
Turkey, and Yugoslavia. What has been published of this agree- 
ment can be briefly summarized. A preamble reaffirms the loyalty 
of the three signatories to the United Nations in accordance with 
article 51 of the Charter. This is followed by ten clauses. Of these 
the most important contain provisions that the three countries will 
consult together in matters of common interest, that their Foreign 
Secretaries will meet at least once a year with this aim in view, and 
above all that the three General Staffs will examine in common 
questions affecting the security of their countries, submitting 
recommendations thereon to their Governments. A clause lays 
down that the provisions of the three-Power treaty shall not con- 
flict with the obligations of Greece and Turkey to the North 
Atlantic Treaty Organization. Provision is made that the treaty 
shall be open to the adherence of any party wishing to participate 
in it on an equal footing with the three signatories. Finally it is 
agreed that any party may withdraw from the obligations it has 
assumed in the treaty on giving one year’s notice, but not before 
the expiry of four years from the ratification of the treaty. The 
conclusion of the treaty has been followed by a succession of 
meetings between the parties, of which the latest, held in Athens 
in the middle of June, clearly indicates that all three countries are 
hopeful of making good progress on these lines. 

Consultation between General Staffs does not necessarily mean 
that the forces they individually command will ever be deployed 
together in execution of a common plan. But it may be useful to try 
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to estimate the strength and the manpower of which the three 
countries dispose. Obviously this is a closely guarded secret, but 
enough is known publicly to make such an estimate possible. The 
population of Greece is 7-6 million, that of Turkey 20-9 million, 
and that of Yugoslavia 15-7 million—a total of 44-2 million. In the 
guerrilla war of 1946-9 Greece put into the field ten divisions, 
which fought well; and the record of the Greek contingent in 


Korea is impressive. The land army received much of its training f 


from British instructors. It is well supplied with American ord- 
nance and equipment, and the General Staff is advised by a large 
American military mission known as J.A.M.M.A.G. (Joint Milit- 


ary Mission for Aid to Greece). The Turkish army has been ina J 
state of mobilization for more than ten years. The Turkish soldier F 


is exceedingly tough, and the small party sent to Korea has done 
well also, though naturally the Turkish army as a whole has little 
battle experience when compared with the Greek. The total 
strength is said to be in the region of thirty divisions, of which six 
are described as armoured, though the strength of the armour can 
hardly be up to Western standards. Like Greece, Turkey has been 
advised since 1947 by an American military mission, J.A.M.M.A.T. 
(Joint American Mission for Military Aid to Turkey), and it is 
believed that there are over 1,400 American instructors in the 
country. 

The Yugoslav army, on the other hand, is still something 
of an unknown quantity to the West. It is by now perfectly clear 
that a large part in the Yugoslav collapse of April 1941 was played 
by poor morale in the army, and that this was due mainly to the 
national division between Serbs and Croats. This is still a factor to 
be reckoned with, and the morale of the army may be influenced 
also by the attitude which the present regime may adopt to the 
religious question and to collectivization. On the other hand 
those who knew the toughness of Tito’s partisans (and partizankas) 
in the recent war have nothing but respect for the fighting qualities 
of the Yugoslav peasant. Since 1948 the country has received 
financial aid from the U.S.A., from the U.K., and from France, 
but it is not known how much has been spent on military equip- 
ment from the West. Reliable works of reference state that the 
army musters some thirty divisions. Thus the combined combat 
land forces of the three countries might amount to seventy 
divisions. Taking a division as 10,000 men, the three Powers 
could thus put into the field about 700,000 men. 
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Being poor countries, Greece, Turkey, and Yugoslavia are 

naturally far less strong in the air and on sea than on land. Their 
battle fleets contain several useful units, but no capital ships. They 
all possess a few modern aircraft, but nothing that can be described 
as a serviceable air force by British or American standards. Their 
real importance to the West on the sea and in the air lies of course 
in the bases they can make available. There are, for instance, the 
harbours of SuSak, Split, Dubrovnik, Kotor, and Argostoli in the 
Adriatic, Suda Bay, Piraeus, Salonica, Rhodes, Leros, and Izmir in 
the Aegean, Ismit in the Sea of Marmara, and Istanbul, and the 
Black Sea ports of Northern Anatolia. As for the air, all three 
countries contain areas which could be developed into important 
airfields and satellite landing grounds—the Danube valley in 
Yugoslavia, the Thessalian plain, and the plain of Adana in South- 
East Anatolia for instance. In 1940-1 the Greeks would not allow 
the British to improve the landing grounds in the north for fear 
that this would provoke the Germans into action against them; but 
in the guerrilla war of 1946-9 the Americans carried out import- 
ant extensions and improvements with the result that Greece now 
enjoys better air communications than most European countries. 
In Turkey much was done to create new airfields by the British 
during and after the recent war. Since 1947 there is good reason to 
think that a substantial proportion of the dollars spent by 
|.A.M.M.A.T. has been devoted to the same purpose. All in all, 
the contribution these countries could make to the West in terms 
of manpower and facilities is highly important. But the value of 
that contribution will depend not only on the extent to which 
financial and technical assistance continues to be supplied by the 
West—improvement of Yugoslav communications between the 
\driatic ports and her Eastern frontier, for instance, is a crying 
need—but also on the degree to which the West succeeds in 
rganizing the three forces concerned and in solving several 
important strategic problems. 

Organization presents serious difficulties. It has taken some- 
thing like two years to obtain agreement on the machinery which 
\.A.T.O. needs to operate in the Mediterranean area, and few 
would suggest that the degree of agreement that has been reached 
represents much more than a compromise. A formula must now 
be devised for meeting the difficulty that whereas Greece and 
‘urkey are members of N.A.T.O., Yugoslavia is not. It is easy to 
magine the kind of problem this is likely to create for the General 
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Staffs of Greece and Turkey. May they, for example—and if so to | 


what extent—discuss with their Yugoslav opposite numbers 
plan agreed by N.A.T.O.? Will the Yugoslavs permit them to dis- 
cuss with N.A.T.O. a plan approved by the three of them? And 
how are the Greeks and the Turks to allot their forces to meet 


ment? Similar problems are created for the N.A.T.O. planning 
\ \staff as well. How, for instance, is N.A.T.O. to assess the additional 
commitment the organization has indirectly assumed through the 
new agreement reached by two of its members? Logically such 


difficulties can be met by one solution only—by the inclusion of ‘ 
Yugoslavia in N.A.T.O. It is of interest to note that on 12 June F 
Admiral Carney, the retiring Commander-in-Chief of Allied 


Forces Southern Europe, said that he ‘hoped to see the day when 
Yugoslavia would be associated with N.A.T.O.’ But, as will be 
shown, serious political difficulties will have to be overcome before 
this can be realized. Progress is bound to be slow until the problem 
is satisfactorily solved. 

The strategic weaknesses of the three Powers are manifold. The 
Eastern end of the bloc is covered, it is true, by the almost im- 
penetrable massif of the Caucasus; but in the diplomatic sense it is 
surrounded by a vacuum until and unless a Middle East Defence 
Organization comes into being which can co-ordinate with N.A.T.O. 
the plans of Iraq, the Levant States, and—perhaps—of Persia and 
Israel. At its Western end there is Trieste and the unresolved dis- 
pute between Italy and Yugoslavia over the future of that unhappy 
city. That weakness should exist at this point is singularly un- 
fortunate, for Trieste is the gateway to the Ljubljana gap, the 
historic point of entry from the south into the great plains of 
Central Europe. In the centre there is the long and tenuous 
frontier between Greece and Bulgaria along the Rhodope moun- 
tains, a frontier which, at the Paris conference of 1946 and since, 
the Greeks have maintained, with some force, is difficult to defend. 
Again, the situation of Albania, easily supplied by the air as she is 
from Soviet territory, will be a constant threat to the rear of the 
group. Nor does the configuration of the mountains of Southern 
Serbia afford much help against an enemy coming from the north 
or the east. In the present century two wars have shown that it is 
difficult to prevent a southward thrust down the Vardar valley 
towards Salonica, and still more difficult to regroup west of the 
river and drive east. The Dalmatian littoral may, with the Adriatic, 














pr 
5 col 


D dr 
their commitments under N.A.T.O. and under the new agree- [ 








cr 














30 to 
TS a 


dis- | 


And 
neet 
Tee- 
ning 
onal 
. the 
such 
nN of 
lune 
llied 
then 
1 be 
fore 
lem 


The 
im- 
it is 
nce 
me 
and 
dis- 








ATHENS, ANKARA, AND BELGRADE 291 


provide an excellent protection to Italy, and Yugoslavia will not, 
as in 1941, have a hostile Italy on her flank. But the rest of the 
country is a corridor, not a barrier, between north and south. The 
same may be said of the Bosphorus. It is easier to make plans for a 
drive to the Aegean through these three countries than to think of 
plans for stopping it. 

In an article in Le Monde last December, M. Jean-Marie de 
Moreuil recounts how the Soviet Ambassador to Turkey, after 
watching an impressive parade of Turkish troops armed with 
American tanks, turned to his American colleague and with a 
smile described them as ‘twenty-four hours’ fighting’. It would be 
unwise to forget that in April 1941 the Panzer divisions of Generals 
von Weichs and von List rolled up the Yugoslav and Greek armies, 
to say nothing of the Commonwealth forces, in almost exactly 
three weeks. It is true that the impossibility of co-ordinating the 
plans of Belgrade and Athens and Cairo contributed very largely to 
the German victory, and that on top of this the British weakness in 
the air was exceptional, even at that stage of the war. Another time, 
no doubt, the particular mistakes made in 1941 could be avoided. 
What it is important to remember is that Hitler’s triumph in the 
Balkans was exceedingly costly. For the guerrilla war of 1942-4 
in Greece and Yugoslavia laid a heavy commitment upon the Axis, 
and at one point immobilized in the mountains of Croatia and 
Serbia and the Pindus well over thirty of their divisions at a time 
when these troops were urgently needed elsewhere. The Greeks 
and the Yugoslavs have unrivalled experience in this type of war- 
fare; and though the potentialities of the Anatolian peasant as a 
guerrilla fighter are unknown, it seems virtually certain that if ever 
the regular military forces of these countries were to be over- 
whelmed, the problems of their enemies would by no means come 
to an end with the occupation of the principal towns. There is 
every reason to think that the Greek, the Turkish, and the Yugo- 
slay armies would give a good account of themselves if attacked. 
But the contribution of these three countries to the defence of the 
West would not necessarily cease if they were to suffer defeat in 
the field, though the thoroughness of Soviet methods of repression 
might well have more success in discouraging guerrilla activity 
than did the tactics of the Axis in the Balkans during 1942, 1943, 
and 1944. 

From the purely economic point of view it must be admitted 
that the accession of these three nations to the defensive system of 

8 
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the West has created certain problems. The Greek economy, 
never at the best remarkable for its strength, has been weakened by 
a decade of war. It has for years been a truism that something 
like economic collapse would occur if foreign aid ceased. Aj 
valiant effort is now being made by the Government of Marsha! 
Papagos, under the leadership of M. Markezinis, the present 
Minister of Co-ordination, to ensure that the country pays its way, 
but it will be some time before these efforts produce results. Un- 
like Greece, which is basically a mercantile economy, Turkey and 
Yugoslavia are primarily agricultural. Since 1947 Turkey has been 
receiving large sums in dollars from the United States, first under 
the Truman Doctrine, then under E.C.A., and latterly under 
M.S.A. With this money work has been started on ambitious plans 
for industrialization and other forms of capital development, and 
confusion would be caused, to say the least, if the flow of American 
aid were to diminish substantially or to come to an end. Similarly, 
as mentioned above, the Yugoslav economy has received financial 
assistance during the past two or three years from the West. 
Unfortunately the secession of Yugoslavia from the Cominform 
has not helped to solve any of the major economic problems of 
Greece and Turkey, for the economies of the three countries 
compete with rather than complement each other. It is true that 
Turkey generally has a surplus of cereals, whereas Greece, and 
since the war Yugoslavia also, must import a large proportion of 
the grain they consume, and this is a situation which might be 
exploited to strengthen the economic position of the area as a 
whole. But in other important respects there is bitter competition 
in export markets—between Greek and Turkish raisins and 
sultanas, for instance, and between Greek and Turkish, and to 
some extent even Yugoslav, tobacco. It is plain that if the General 
Staffs of the West wish to make the best use of this new combina- 
tion, they will have to ensure that it continues to receive economic 
support from the West. 

It remains to glance at some of the political consequences of the 
Balkan Pact. By far the most serious difficulty has already been 
mentioned—Trieste. It seems hard to believe that military co- 
operation between Yugoslavia and N.A.T.O., in whatever form, 
will be complete so long as this question remains unsettled, and in 
the interests of Western defence its solution must therefore assume 
high priority. On the other hand, the Pact is the first formal post- 
war agreement of its kind to have been concluded by Yugoslavia 
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outside the Iron Curtain. It is perhaps not altogether fanciful to 
suppose that the Pact marks the end—for the time being at least— 
of Panslavism in the Balkans. This has always been a powerful 
weapon in Russian hands, notably in 1944 when it was exploited 
to the full by the Soviet armies advancing westwards to Belgrade 
and Budapest. ‘The Pact has thus created a formal break with the 
South Slav tradition of looking to Russia as their protector from 
aggression. As for the Greeks and the Turks, no such tradition has 
ever existed, at any rate in the course of the last 130 years. On the 
contrary, the emotion which the average Greek or Turk feels when 
he thinks of a Russian has for generations been fear. There are 
therefore powerful psychological reasons why such a combination 
of nations ought to be successful. 

It is of course only too simple to draw a parallel between the 
new Pact and the last desperate efforts of the Byzantine Empire 
to withstand assault from the north and the east. But to do so 
would surely be to overlook the real importance of the step which 
these countries have taken. Basil the Bulgar-Slayer stood alone. 
But behind Tito and Papagos and Celal Bayar there is the moral 
and material support of the greatest combination of forces which 
has ever existed, even if N.A.T.O. has not yet formally com- 
mitted itself on the Yugoslav issue, and even if technical difficul- 
ties may delay and impede complete co-ordination of plans, and 
problems such as the question of Trieste may lead to friction. 
Nor is it entirely without significance that to reach agreement 
these three countries have had to sink and forget real causes of 
cleavage. The signing of a piece of paper by three men in 1953 may 
not mean that the citizens of Belgrade and Athens and Istanbul 
can sleep any easier at night, but it should satisfy them that their 
rulers are on the right lines. And from it—with patience and with 
wisdom—N.A.T.O. may have much to gain. 

B. S.-E. 








Pitfalls in Hungarian Planning 


THE POLITICAL SCENE 


IN contrast with the political crises and Cabinet reshuffles which | 


have taken place in other satellite countries, the leading team in 
Hungary has shown a remarkable persistency in remaining in 
office. Today virtually the same group of men wields power in 
Budapest as that which headed the Communist Party in the days 
when they first made their appearance in Hungary in the wake of 
the Russian armies.! 

Some changes, however, have taken place in the Government, 
together with a reshaping of the Cabinet structure. In August 1952 
Rakosi, who till then had held the reins as a Vice-Premier, was 
elected Prime Minister, while his predecessor, the Communist 
stooge Dobi, formerly a member of the Smallholders’ party, was 
‘promoted’ State-President. There has been much speculation as 
to why it was necessary or expedient for Rakosi to take over the 
office of Prime Minister, a step which was followed by the appoint- 
ment of five Vice-Premiers. It is possible that the whole move 
may have been intended as a demonstration with a view to strength- 
ening the grip of the Communist leadership on the Government 
apparatus in face of increasing difficulties. 

Among the five Vice-Premiers Geré is the outstanding figure. 
Prior to this appointment he was a super-Minister responsible for 
the whole range of economic affairs, the uncontested number two 
in the Party. The other four members of that supreme body, 
formally constituting an inner cabinet, are men of lesser promin- 
ence, hardly exceeding the level of departmental chiefs. Simul- 
taneously with the reshaping of the Cabinet structure the People’s 
Economic Council, headed by Geré, was abolished with the 
proviso that the Council of Ministers should deal with matters 
previously decided upon under the authority of the Economic 
Council. 

Taken in relation to the Stransky trial and the launching of the 
anti-Semitic campaign in Moscow, the appointment of the Vice- 
Premiers (apart from that of Geré) was widely interpreted as a 
measure for strengthening the non-Jewish element in the Cabinet. 
Whatever considerations may in fact have prompted their appoint- 


1 Lazslo Rajk, the former Foreign Minister and Minister of the Interior who 
was executed in October 1949, though important in many respects, never 
counted as one of the top-rank policy-making Hungarian Communist leaders 
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ment, there is in any case sufficient evidence that the Communist 
leaders were apprehensive of Moscow’s anti-Semitic line. They 
made efforts to prove that they themselves were free from any 


trace of leniency towards Jewish aims. Several leading personalities 


of the Jewish community, including some doctors from the Jewish 
hospital, were arrested following the announcement concerning the 
plot of the Kremlin doctors. 

A clue to the change in the Cabinet structure might be found in 
the administrative field. As a somewhat belated homage to Stalinite 
methods of government, the Hungarian Communists have multi- 
plied the number of departments labelled as ministries. ‘They have 
split up the former Ministry for Industry into eight separate 
offices, all of them headed by a ‘Minister’. Agricultural affairs are 
handled by several Government departments, and so are the 
problems of trade. In fact, the Government of this small country is 
now composed of twenty-five ministries. As a consequence of this 
splitting up some co-ordination is required, and this task is to be 
assigned to the Vice-Premiers. 

Though a major political crisis was avoided, purges nevertheless 
took place which, if not affecting the very top, still appeared dis- 
quieting enough to the regime. The Office of State Security (i.e. 
the political police) was the department most strikingly affected by 
these purges ; the powerful head of the political police Gabor Péter, 
the architect of many a political show-trial, seems to have fallen 
into disgrace and disappeared, together with a number of high- 
ranking police officers. The Minister of Justice, Décsi, a politically 
insignificant figure with a police background, also suffered the 
same fate. 

Tension appears to have been widespread, and the purges were 
not confined to one important office. It is probably a relief to 
Rakosi and his team that the anti-Semitic wave has now subsided. 

jut there is another danger looming, for the undecided situation 
in Moscow keeps continually alive the problem of who should be 
relied on there, an uneasiness which is shared, of course, by all the 
satellite Governments. 


GROWING ECONOMIC TENSION 
[In his capacity as economic dictator Geré submitted his yearly 
report on the progress of the Five-Year Plan to the Central Com- 
mittee of the Communist Party in November of last year. After 
paying lip service to the results achieved he embarked on some 
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very stern criticism, directed against the Planning Office, against 
several of the departments, notably the Ministry of Agriculture 
and that of Heavy Industry, and against factory managements in 
general. In fact hardly any relevant organization escaped unscathed. 
Trade unions, party officials, and rural councils were accused of 
having failed to foster production by securing greater efficiency 
and discipline. Following this speech the head of the Planning 
Office, Zoltan Vas, was deposed. A trained Moscovite and efficient 
economic administrator, Vas was an important figure, though not 
in the first line, where political decisions were concerned. In pre- 
war Hungary he was sentenced for subversive activities and after 
fifteen years in prison was released together with Rakosi by agree- 
ment with the Soviet Union in 1940. 

Last January Hungary entered on the fourth year of her Five- 
Year Plan. Developments in the course of the past three years may 
be summed up under following heads: (1) Rapid industrial growth; 
(2) General shortage of labour; (3) Productivity lagging behind 
schedule; (4) Shortcomings in food supplies and crisis in agricul- 
ture; (5) Decline in real wages and in living standards. 


1. Industrial Growth 


The main objective of the Five-Year Plan was to treble overall 
industrial output and to quadruple heavy industrial production! 
within the general expansion of industry as a whole. The latest 
report on plan achievement, covering the first quarter of 1953, 
stated that, as compared with the corresponding period of 1950, 
overall industrial production had been almost doubled, while 
heavy industry had increased its output by about 120 per cent. 
These indices of industrial production should be treated with 
caution. Their methods of computation have never been disclosed, 
and it may be taken for granted that they overstate developments. 
Yet there is no doubt that industrial capacity has been extended 
and output stepped up. In 1952 18 million tons of coal were 
turned out, as compared with 114 million tons in 1949, the closing 
year of the previous economic plan. Steel production has been 
doubled by enlarging and re-equipping the old steel works in 
northern Hungary. The steel combine now under construction on 
the Danube site some thirty miles south of Budapest should further 
add to the steel supplies when it comes into operation in 1954. 


1 Heavy industry comprises the production of capital goods including coal 
and steel, electrical power, engineering, building materials, and heavy chemicals 


tm ty oO 


Qo © & we = 





“= = of © 


- mr eos * FR *t mee FR Oe CO CR FD 








—=- © = 


Ww 





inst 
ture 
$ in 
1ed, 
1 of 
ncy 
ling 
ient 
not 
Dre- 
ifter 
ree- 


ive- 
may 
vth; 
1ind 
cul- 








PITFALLS IN HUNGARIAN PLANNING 297 


Side by side with the increase in coal and steel production, the 
engineering industry has expanded rapidly; large-scale thermal 
power plants have been erected, chemical industries developed, 
and, last but not least, production of building materials has been 
stepped up to match increasing requirements for the construction 
of factories and of extensive military establishments. 

But in spite of these achievements, a closer scrutiny of results 
shows that all is not going well, and the criticism voiced by the 
economic dictator was more than empty words. According to 
official statements, overall industrial production was raised by 
35 per cent during the first year of the plan, by 30 per cent during 
the second year, and by only 8-2 per cent during the twelve-month 
period ending in March 1953. The respective rates of increase of 
heavy industrial production during those years were 36, 37-7, and 
21°6 per cent. Light industry was said to have increased its output 
by 34 per cent in the first year and 27 per cent in the second; the 
official report covering the last twelve-month period keeps silence 
on developments in light industry. But the statement that heavy 
industrial output was raised by 21-6 per cent, while industrial 
output as a whole increased by only 8-2 per cent, speaks for 
itself. Expansion in capital goods industries was maintained by 
cutting consumer goods production; and to increase heavy indus- 
try by actually curtailing consumer goods output is, even when 
measured by Communist standards of austerity, not a desirable 
result. 


2. Labour Shortage 


The Five-Year Plan envisaged increasing the number of persons 
employed in mining, manufacturing, and the building industry by 
650,000. This provision implied doubling the labour force during 
the plan period. In the first year the actual increase was 183,000, 
in the second 109,000, and latterly, in the twelve-month period 
ending in March 1953 (exclusive of the building industry), only 
56,000. The rural districts with their formerly chronic under- 
employment were to serve as the main source for recruiting addi- 
tional labour. Agricultural labour reserves have by now been 
absorbed. They may even have been tapped too drastically by the 
enforced pace of industrialization. In fact, the labour surplus 
which was till lately a normal feature of the rural districts appears 
now to have given way to a shortage of manpower. 

Female work, hitherto utilized only to a moderate extent in 
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Hungarian industry (chiefly in textiles), is now being regarded as a 
reserve only second in importance. Under the label of equal rights 
for women a vigorous propaganda has been launched. ‘Equality’ 
means that under the Communist regime women qualify for all 
kinds of work in mining and metallurgy or for heavy tractor 
driving. Creches have been established in ever-increasing numbers 
to induce mothers to keep on working. The most effective lever 
for forcing women into industry, however, lies in the low level of 
wages. The average earning of one person is not sufficient for the 
sustenance of a family. 

The recruitment of female work scored an initial success, 
According to official records, in 1951 the share of female workers 
in the increase of the industrial labour force amounted to 70 per 
cent. Figures for the recruitment of women workers in the succeed- 
ing period were not disclosed. The slowing down of the increase 
indicates, however, that, as with the rural labour reserves, the 
sources of additional female work are also nearing exhaustion. It 
is difficult to judge whether the limits are nearly reached by now or 
whether lapses in organization are responsible for poorer results of 
recruitment. Possibly both factors are at work. Whatever the 
cause, the Communist planners are faced with a grave problem. 
If they do not succeed in raising the rate of increase above last 
year’s level the build-up of the industrial labour force will fall 
considerably behind the plan. 


3. The Issue of Productivity 


The Hungarian Five-Year Plan set very high standards for 
productivity. In the course of the plan period industrial output per 
head was to be almost doubled. In none of the Soviet-influenced 
economic plans, including that of the U.S.S.R., is such a steep rise 
provided for. Manipulation of working norms and all the other 
devices borrowed from Russia are being applied in order to enforce 
higher achievement. The interesting question from the point of 
view of the progress of the plan is how the workers react to these 
exacting claims. Open resistance would, of course, be ruthlessly 
crushed. The mere venting of discontent provides reason enough 
for transfer into a compulsory labour camp. Among the different 
groups of workers, the handling of the miners proved to be the most 
difficult. At the turn of the year 1951-2 an outbreak occurred in 
one of the important mining districts. It was quickly suppressed 


and was followed by an uneasy truce between the authorities and | 
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the miners under which the latter were granted some concessions. 
Since then absenteeism in the pits appears to have diminished, 
but it has not ceased. 

The attitude of the workers may be gauged by their response 
to the incessant propaganda and pressure towards higher achieve- 
ment. Official records claim that during the first plan year output 
per head in industry was raised by about 17-5 per cent, and again 
at the same rate in the second year of the plan. In the last report, 
covering developments in the third year, the issue of productivity 
was not mentioned. Industrial output was stated to have increased 
by roughly 8 per cent. As the labour force has risen at an almost 
equal rate the inference is easily to be drawn that no improvement 
in productivity has taken place. This lack of improvement is the 
more conspicuous as the growth of equipment should raise output 
per head. It is perhaps not too rash to conclude that the failure 
to increase productivity is due at least in part to passive resistance 
on the part of the grudging workers. For the planners the lag in 
productivity is the more ominous as the increase of the labour 
force is not in step with the schedule. Shortage of labour might 
to a certain extent be outweighed by higher productivity. But 
the production plan is doomed if anticipations concerning 
the recruiting of labour as well as the output per head fail to 
materialize. 


4. Crisis in Agriculture and Food Supplies 

An agricultural development programme is included in the 
Five-Year Plan. The programme, much less ambitious than its 
industrial counterpart, aims at raising farm production by 50 per 
cent. In the event, agricultural investment proved to be insufficient 
for attaining the production targets set by the plan. Livestock has 
recuperated steadily during recent years, filling up the gaps made 
by heavy wartime losses. The agricultural plan provided for a 
sizable extension of the area devoted to industrial crops at the 
expense of fodder crops, while a more intensive cultivation of the 
latter would, according to the plan, make up for the reduction in 
sown area. But so far the improvement has not come up to expecta- 
tions, and last year’s poor crop has caused serious difficulties. 

The position has been aggravated by the general rural policies of 
the Communist regime. From the outset a prime objective was to 
change over from private to collective economy. ‘The conversion 
was to proceed, as officially proclaimed, gradually and without 
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compulsion. Land collectivization has in fact made rapid strides, 





pre 


At the inception of the Five-Year Plan the collective sector included | Jin. 


less than 10 per cent of the arable land. Its share rose to almost 
30 per cent early in 1952, and has now reached 4o per cent. The 
process of transformation, described as ‘voluntary’, was engineered 
by ruthless administrative pressure, depriving the owners of 
individual holdings of the possibility to carry on. The main instru- 
ment of pressure is the compulsory delivery system. This system 
hits the collective economies as well. It is, however, discriminative 
in that it heavily overtaxes the individual farmers. The quantity of 
produce to be surrendered is fixed, not according to yields, but 
to the size of the holdings. Backed by this regulation a merciless 
process of collection took from many a farmer even the seed for 
the new sowing. As a result the autumn sowing lagged alarmingly 
behind. Hasty measures taken early in the spring were designed to 
make up for previous omissions. It is doubtful whether they had 
full effect. 

In a number of cases the harassed farmers left their holdings in 
an attempt to evade pressure and responsibility. Communist 
policy thus succeeded in driving individual farming to the brink 
of ruin while failing to organize collective farming successfully. 
Communist leaders repeatedly voiced warnings against the further 
extension of the collective farms’ area, stressing the consolidation 
of the existing kolkhozes as the most urgent task. But economic 
considerations were overruled by the propaganda machine, regard- 
less of the fact that a number of collective economies are in a state 
bordering on chaos. 

Compared with the pre-war situation the surplus produced by 
Hungarian agriculture has shrunk substantially. Yet exports of 
farm products were expected to give support to the implementa- 
tion of the Five-Year Plan. In exchange for agricultural products 
raw materials and industrial equipment were to be acquired on 
Western markets. Trade relations with Great Britain were broken 
off as a consequence of the Sanders affair. Within the framework of 
commercial agreements with Western Germany, Switzerland, 
France, and other Western countries an extensive list of food items 
was scheduled for export. But as a result of poor crops exports 
have dwindled this year, though deliveries of food to the U.S.S.R. 
have been maintained. Whatever the size of these exports, food 
supplies are deficient in Hungary. In contrast to the preceding 
year, when the harvest was satisfactory, a genuine shortage now 
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prevails in bread, flour, milk, and milk products, and food prices 
in general are rising. 


5. Decline in Real Wages and Living Standards 


The rising tendency of prices for consumer goods is a permanent 
feature of Hungary’s economy. If not on account of a bad harvest, 
prices are forced up by inflationary pressure caused by the over- 
straining of resources. To conceal the adverse trend the publication 
of index figures has been suppressed since 1949. A tentative cost of 
living calculation made according to the methods applied by the 
Hungarian Central Statistical Office in 1948, and based on fairly 
reliable current price records, arrives at a figure of about 240 by 
the end of 1952, compared with 100 in January 1949. The average 
increase of nominal wages during the period in question hardly 
exceeded 40 per cent. The position is not quite as bad as the figures 
quoted above would seem to indicate, as family allowances were 
raised at the end of 1951 and social services have also been im- 
proved in the course of recent years. But the fact remains that 
living conditions have deteriorated since the inception of the Five- 
Year Plan. Average earnings, even of skilled workers, do not cover 
the needs of a family; as has already been mentioned, insufficient 
real wages are a decisive element in forcing women into the 
tactories. 


PROSPECTS AND CONCLUSIONS 

Undeterred by the reluctance of the workers to raise output per 
head, the Communist leaders have set new high targets for produc- 
tion and productivity. In the current year coal output is to be 
raised by another 25 per cent, steel production by 18 per cent, and 
so forth. All this implies that the struggle for higher efficiency will 
reach a new pitch. Acrimonious criticism has already been levelled 
against the management and workers of the coal mines, who are 
accused of being hostile to mechanization and unwilling to make 
use of the equipment imported from Russia. There is plenty of 
evidence that Russian-made mining equipment is not adapted to 
conditions in the Hungarian coal-pits. It may prove possible to 
raise output per head by more careful adaptations; but even then 
a substantial addition to the labour force is required in order to 
carry out the over-ambitious programmes in mining and heavy 
ndustry. There is a danger that in the search for labour reserves 
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coercive measures of an even more stringent nature than hitherto 
will be introduced. 

More and more difficulties are being encountered in fulfilling 
the targets provided for in the plan. It is not only the reluc- 
tance of the workers that has to be overcome. The rift between 
the top and medium-level executives is becoming increas- 
ingly perceptible. Almost desperate appeals are frequently ad- 
dressed to the officials and local leaders who have to face the rank 
and file and who through direct contact might be able to influence 
achievements in the workshops. Such functionaries are reminded 
of their duty to translate the decisions of the Central Party Com. 
mittee into practice. But factory managers and local party and 
trade union secretaries, as well as chairmen of rural councils, 
react sluggishly to pressure from above. They almost seem to have 
lost confidence in the possibility of carrying out orders whose aim 
is to exact increased efforts from the workers. 

Against this host of obstacles stands the fierce determination of 
the leadership to realize the plan objectives. Sticking with fanatical 
obstinacy to their overstrained programme, the Hungarian Com- 
munist leaders seem to be prepared to face the growing discontent 
of the workers and to fight the reluctance of their own bureaucracy. 
Obviously Rakosi and his team are haunted more by the anxiety 
that they might fail to discharge their obligations towards Moscow 
than by the apprehension of any internal resistance. Deliveries to 
Moscow have so far been unaffected and heavy industrial expan- 
sion has been maintained, cuts in production being confined to 
light industry. The issue at stake for the Hungarian Communists 
is whether or not they will be able to carry out the Five-Year Plan 
in its most decisive part. The fulfilment of obligations undertaken 
towards Moscow is a great asset for a satellite Government. There 
is reason to believe that Rakosi’s and Geré’s success in administer- 
ing the economic plan so as to enable deliveries to Russia to be 
maintained has up till now contributed to the permanency of their 
rule. Conversely, any serious deterioration in the fulfilment of 
the plan’s targets might undermine their position. And, as events 
elsewhere have already shown, a crisis in the operation of the 
economic plan can easily be followed by a political crisis in the 
Russian-dominated countries. 


G. K. 
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Austria after the Elections 


Aratime when the Western world is once more raising the question 
of a Treaty for Austria as a token of the Russians’ new intentions, 
that country has only just emerged from a serious political crisis, 
the consequences of which might have been far-reaching. The 
economic conditions and political tensions analysed in this journal 
in 1951? made the past year the most difficult in the history of the 
Second Republic, leading to the premature dissolution of Parlia- 
ment and to new elections, held on 22 February 1953; and although 
now, after protracted negotiations, a Conservative-Socialist coali- 
tion is once more governing the country, the passions aroused— 
not by the electoral campaign, which was conducted quietly and 
with dignity, but by the political horse-trading which followed it— 
will only gradually subside as the new administration restores 
confidence and tackles the urgent tasks that confront it. 

The root cause of the crisis was undoubtedly economic, arising 
mainly from a considerable cut in American aid and the drop in 
world prices, which together resulted in a serious increase of un- 
employment to a total of almost 300,000 out of just under 2 
million employed persons. To this must be added the reaction of 
industrial and commercial circles to seven years of economic 
planning, and their spirited demand for a more ‘liberal’ economy, 
a demand with which Herr Kamitz, the Minister of Finance, was 
wholly in sympathy. The Socialists had never been happy about 
his disinflationary policies, and as they had staked their reputation 
on full employment, as against the People’s Party’s ‘sound money’ 
policy, an overdose of liberal economics in the Budget proposals 
led to the resignation of the Government on 23 October 1952. 


THE ACHIEVEMENTS OF 1952 


Yet, on the face of it, 1952 was the most successful year in 
Austria’s economy since the end of the war. For the first time in 
history employment figures almost reached the 2 million mark 
(1,985,457 in August); the wholesale price index showed a steady 
though unspectacular decline, and the cost of living came down 
by 2:9 per cent; the volume of industrial production had risen by 
75 per cent since 1948, and productivity had at last reached its 
pre-war level. In the sphere of foreign trade, the adverse balance 
of trade, which had stood at nearly 50 per cent in 1948 and 1949, 


‘Austria: A Year of Discontent’, in The World Today, December 1951. 
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and at about 30 per cent in 1950 and 1951, was reduced to 22:; : 


per cent, the value of exports reaching the record figure of about 
eleven thousand million schillings (£1 = 72 S.). Clearly this 
achievement, in a war-shattered and occupied country, would have 
been impossible without foreign aid, and it is not too much to say 
that Austria owes her survival to the United States, which. 
through the European Recovery Programme, not only kept Austria 
going but laid the foundations for what stability and prosperity she 
possesses. 

In the five years of American aid Austria received a total of 
$900 million in direct and indirect aid, which amounts to about 
94 per cent of the total foreign trade deficit of the period; thus it 
can be said that America’s chief contribution was the balancing of 
Austria’s accounts. To this must be added the use to which the 
counterpart funds were put: approximately one-fifth of the total 
investments in the various branches of the Austrian economy were 
financed from this source, and with the loyal backing of the trade 
unions the American Economic Mission successfully insisted on 
the need for investments in the basic industries, such as hydro- 
electric schemes, coal, and steel, as against the various other 
requests that promised a quicker return to private enterprise.’ 

However, though everyone knew that American aid could not 
go on for ever, when the first cuts were imposed on the Govern- 
ment’s investment policy and building workers were laid off pres- 
sure from the rank and file on the Socialist leadership increased, 
and led to the kind of tension which no coalition Government can 
survive for long. Not without cause, the People’s Party complained 
that the Socialists wanted to be both Government and Opposition. 
An interesting pointer to the temper of the working classes is 
contained in the strike statistics, which show that in 1952 twice as 
many working hours were lost as in the previous year, and nearly 
four times as many workers were involved. This increase, however, 
was due to a ‘warning strike’ conducted by the building trades and 
directed against the cut in public works. If that strike is omitted 
from the total, it will be seen that no more men struck in 1952 than 
in the previous year, and that 13 per cent less time was lost.? In 
other words, the negotiating machinery showed no signs of de- 
terioration, union discipline was as high as ever, but the strike 
weapon was used more for political ends. 


1 All the above figures are taken from Gewerkschaftliche Rundschau, April 1953 
2 Gewerkschaftliche Rundschau, April 1953. 
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The Austrian Institute for Economic Research stated that the 
pre-seasonal increase in unemployment was in part due to the 
premature stoppage of building construction, which also affected 


production in the metallurgical and engineering industries.' In. 


this atmosphere of warning strikes and growing fear of mass unem- 
ployment the Minister of Finance presented his Budget proposals, 
which contained further cuts in investments and in the means 
made available for the housing programme, as well as a reduction 
from 30 to 25 per cent of the Government grant towards all social 
insurance benefits. Whether this would have led to a cut in bene- 
fits, as the Socialists claimed and the People’s Party denied, or 
whether the various insurance funds could have met the deficit out 
of their reserves, is immaterial now; it was made the ostensible 
reason for the coalition’s falling to pieces. Other issues involved 


' the choice between long-term investments, such as the electrifica- 
' tion of railways or hydro-electric schemes, and short-term 


konsumnahe investments, and the question of a revision of the 
tenants’ protection laws, which date back to the first world war and 
fix the majority of rents for houses at an entirely uneconomic level. 

The first consequence of the resignation of the Government was 
that the original Budget had to be scrapped, and a provisional one 
was agreed upon to last for five months; the election date was fixed 
for 22 February. In the meantime unemployment assumed 
alarming proportions, rising to 285,000 in January, which was 
70,000 more than the maximum during the previous winter; but 
the American Mission for Economic Co-operation still insisted on 
a balanced Budget, a demand which had brought about the down- 
fall of the Government. 

On 23 December Mr Thibodeaux, acting chief of the M.E.C., 
announced that ASs500 million would be made available out of 
counterpart funds as from January to combat unemployment, but 
the total allocation for 1953 would depend on the progress Austria 
was making towards the stabilization of its financial position and 
especially its Budget.? Against this view, the Austrian Federation 
of Trade Unions, on behalf of its 1-3 million members, entered 
the electoral struggle by putting forward its demands for an elastic 
Budget and credit policy. One of its posters pictured a working 
man steering a small vessel on a precarious course between two 
dangerous rocks inscribed ‘Inflation’ and ‘Unemployment’; the 
caption read: “Io combat unemployment we demand the follow- 


Vonatsbericht, November 1952. 2 Arbeiter Zeitung, 24. December 1952. 
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ing measures: (i) no further lay-offs; (ii) 250 million for job- 


creating projects; (iii) release of 140 million from counterpart 
funds for housing construction; (iv) reduction of the cost of bank 
credits; (v) moderation of credit restrictions.’} 

It is not too much to say that thus the General Election was 
fought on a very narrow front, on purely internal issues of an 
economic nature. The three principal parties—the Socialists, the 
(Catholic) People’s Party, and the Independents—are, of course, 
agreed on foreign policy, which to them means primarily a State 
Treaty for Austria and the departure of the four occupation armies; 
and the fourth, the Communists, who for a short while entertained 
hopes that the Socialists might join them in opposition to an 
anti-Socialist Government, do not in any case count as a genuinely 
Austrian party. 

THE ELECTIONS AND AFTER 


Altogether eleven parties and organizations participated in the 
elections, though only five of them nominated candidates in all 
the twenty-five electoral districts, others, such as the Slovene 
Christian Democrats and the Monarchists, who fought in Carin- 
thia, or,the Patriotic Union which contested two districts in Vienna, 
admitting their purely local or insufficient strength. However, only 
four parties succeeded in gaining parliamentary representation, 
the same as in the last general election of 1949, except that this 
time the Union of Independents had formed a Wahlpartei together 
with several small splinter groups (W.D.U.), while the Communist 
Party even went beyond the ‘Left Bloc’ camouflage of the 1949 
election and formed an electoral alliance called the People’s 
Opposition (V.O.) together with Professor Dobretzberger, a 
Catholic fellow-traveller and former Schuschnigg Minister, and a 
sect of dissident Socialists. Compared with 1949 the electorate 
was larger by almost 200,000, so that to hold its own each party 
had to show an increase of 44 per cent. The results as compared 
with those of 1949 can be seen from the following table. 


AUSTRIAN GENERAL ELECTION RESULTS, 1953 


Votes Compared Percentage of Seats in 
Party obtained with 1949 total vote Parliament 
1953 1953 1949 
Socialists 1,819,000 + 195,000 42°1 38°7 73 (+6) 
People’s Party 1,780,000 — 64,000 41°3 44 74 (—3) 
Waka. 473,000 — 16,000 II 11°7 14 (—2) 
V.O. 228,000 + 3,000 5*3 5°4 4 (—1) 


1 M.E.C. Monthly Labour Report, No. 37, February 1953. 
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The Socialists thus increased their vote by about 12 per cent, 
as against a loss of 34 per cent each for the People’s Party and the 
Independents, and became the strongest party in the country, if 
not in Parliament, where the Conservatives still maintained their 
lead. As for the Communists, the acquisition of Dobretzberger 
did not yield the 12,000 votes his ‘Democratic Union’ polled in 
1949; their increase was under 14 per cent—though this appeared 
in the Cominform journal as a gain of ‘approximately seven per 
cent’. The real nature of this ‘alliance’ was shown when both 


'Dobretzberger and Scharf, the dissident Socialist member of the 


previous parliament, stood down to allow the People’s Opposition 
to be represented in the new Parliament by the chairman and the 
secretary of the Communist Party. Lastly, the seven splinter 
groups between them polled some 15,000 votes. Approximately 
g6 per cent of the electorate voted. 

If figures have any meaning at all, these results could only be 
interpreted as a clear mandate for the coalition parties to continue 


along the path of compromise and collaboration. As the Conserva- 


tive Neue Wiener Tageszeitung (24 February 1953) put it, “The 
parties that had no share in the work of (Austrian) reconstruction, 
the W.D.U. and the V.O., were ostentatiously ignored by the 
electorate and dismissed with the contempt which those ridiculous 
splinter groups deserve . . .’ Five days later, however, the People’s 
Party had had second thoughts and declared that ‘Figl’s negotia- 
tions will show which parliamentary group will wish to share the 
responsibility to partake in the further construction of Austria’; 
and before long the country was staggered to learn that the 
People’s Party was negotiating with the W.D.U. with a view to 
including it in the coalition in order to secure an ‘anti-Marxist’ 
majority in the Cabinet. Conservative and neo-Nazi votes were 
lumped together and found to exceed the combined Socialist- 
Communist vote by a quarter of a million, and this was to justify 
a united anti-Socialist front. Although the Federal President had 
only asked Dr Figl to re-form the coalition with the Socialists, it 
appears that the People’s Party instructed him to attempt a coali- 
tion of three—a task he is known to have disliked and considered 
impossible in view of the Socialists’ declared refusal to co-operate 
with the W.D.U. A ‘pre-coalition’ pact between the People’s 
Party and the W.D.U. was arranged, according to which the 
latter was to be given one Cabinet seat, was to provide the third 


For a Lasting Peace, 27 Feburary 1953. 
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speaker in the House, and was to have a greater share in parlia. : 


mentary committees and on international bodies. A permanent 


contact committee was to have met at least fortnightly to con.f 


sider bills, and its decision was to have been binding on both 
parties. 

As was to be expected, such an attempt to correct the electoral 
fortunes aroused considerable opposition even within the People’; 
Party, and the veteran Catholic publicist Dr Funder invoked the 
memory of the fateful anti-Socialist policies of Dollfuss and 
Schuschnigg when he warned against ‘the creation of a mentality 


that would divide people and State into two hostile camps oj 


roughly equal strength facing each other for a fight to the finish’! 
The Vatican, too, was held to be trying to strengthen Dr Fig!'s 
hand when the Papal Nuncio on 28 February conferred the Order 
of Saint Gregory on the Chancellor-designate, but all to no avail, 
and when Dr Figl on 22 March handed over the task of forming : 
government to Herr Raab, Chairman of the People’s Party and 
leader of its industrial and commercial section, the decline of 
influence on the part of its agrarian wing—which in the present 
Parliament provides only twenty-seven out of the party’s seventy- 
four deputies—was manifest. 

But still there was no prospect of a Government, and the 
Federal President, Dr Kérner, on the occasion of the opening of a 
Unesco exhibition took the unusual step of advising against making 
coalition too difficult by the addition of a partner whose demo- 
cratic professions were not above suspicion. He is also said to have 
warned party leaders of the consequences should the Russian 
element in the Allied Council for Austria refuse to recognize a 
Government containing neo-Nazi leaders. At last, on 2 April, the 
new Government, consisting of Conservatives and Socialists, was 
chosen, five and a half weeks after the elections, but although the 
Socialist Vice-Chancellor Dr Scharf proclaimed that the new 
coalition pact was more satisfactory and likely to be more ‘durable’, 
the People’s Party’s General Secretary opined that his party's 
coalition with the Socialists did not preclude loyal co-operation 
with the W.D.U.—in other words with the principal opposition 
party! Should that spirit prevail, it is difficult to see how the new 
Government is going to survive the first serious crisis. 

Fortunately for Austria, the W.D.U. is no more united than are 
some of its opponents, and on the same day the public was treated 


1 Die Furche, 6 March 1953. 
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to the spectacle of a neo-Nazi M.P., elected in Vienna and elated 
by the relative victory of his organization, declaring that the wrong 
people had led the W.D.U. in the provinces and were now angling 
for Government posts to compensate for their defeat. As for a 
coalition with the People’s Party, he and his friends would have 
none of it, though they would take up the People’s Party’s pledge 
to work for the complete rehabilitation of former Nazis. 

As for the Communists, their obvious dependence on the Rus- 
sians not only cost them dear in the elections, but a gratuitous 
Russian attempt to explain away their failure covered them with 
ridicule. A certain N. Polianow informed the readers of Jzvestia 
that the Austrian elections had been characterized by the greatest 
‘falsifications’ ever known and in that way the reactionaries had 
succeeded in maintaining themselves in power, while Mihailov, 
Vienna correspondent of Pravda, reported that the whole weight 
of the State was brought into action against the progressive ele- 
ments, every conceivable pressure, bribe, calumny, and swindle 
being employed to further the ‘accelerated fascistization and 
militarization of the country’. 

Significantly, very little was made of these accusations, which 
over four million Austrians knew to be untrue, in the great inquest 
held by the Communist Party Central Committee when the Party 
Chairman Koplenig consoled himself that the alleged desire of 
their opponents to see the Communists lose their representation 
in Parliament had been frustrated. But this crumb of comfort 
was followed by the admission of their disappointment with the 
election results; though they had won votes in some areas, 
thousands of others who had given them their vote in 1949 had 
been lost because of the lack of initiative, courage, aggressiveness, 
and contact with the people. The isolation of many of their 
organizations, their failure to counteract anti-Soviet propaganda 
and, in particular, the reaction of the public to the Slansky trial, 
and the existence of alien, defeatist, and even hostile (‘Trotzkyist) 
elements in the Party were the cause of their failure; but the 
worsening of the economic situation would enable the Com- 
munists to overcome their shortcomings.* 

As a face-saving device, the ‘People’s Opposition’ is to remain 
in being, presumably to be superseded by a ‘national opposition’ at 
the next election. 


* Quoted in Arbeiter Zeitung, 1 March 1953. 
* Volksstimme, 2 April 1953. 
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THE NEW GOVERNMENT AND ITS TASKS 


When the new Government presented itself to Parliament on 
15 April it did not appear to be vastly different from its predecessor, 
except that Dr Figl had been replaced as Chancellor by Herr 
Julius Raab, Chairman of the People’s Party and a former member 
of the Heimwehr. As their price for serving with him, and to give 
expression to their electoral success, the Socialists have obtained 
two new under-secretaryships, in the Foreign and Trade Minis- 
tries, both under Conservative chiefs, while the People’s Party 
had to agree to apply the coalition pact in Parliament, which will 
prevent it from calling on the aid of the Independents to vote the 
Socialists down. There can be no doubt that, given the forthright 
and outspoken manner of the new Chancellor, coupled with his 
political past, and also the retention of the controversial Dr 
Kamitz as Minister of Finance, the utmost political skill will be 
required on the part of the Socialists if they are not to precipitate 
either another dissolution or great disaffection in the working 
class which would play into the hands of the Communists. 

The programme outlined by the new administration was cer- 
tainly of a kind that all parties were able to accept; the real diffi- 
culties will arise when the Chancellor’s pledges come to be trans- 
lated into terms of actual expenditure, priorities, and fiscal policy. 
In the forefront of his economic policy was the need to combat 
unemployment by means of public works and housing projects, 
to be assisted by a great internal loan devoted to the further 
development of Austria’s hydro-electric potential, and by a reform 
of the taxation system which has hitherto proved detrimental to 
full productivity and efficiency. All branches of social insurances 
were to be adequately subsidized, and the provision of old-age 
pensions for the self-employed was envisaged. In short, the prin- 
cipal demands of the wage-earners and the countless self-employed 
in commerce and industry—whose living standards are often far 
below those of the organized manual worker—are to be satisfied 
if the Government can find the necessary means and if American 
aid continues to meet any deficiency. 

It is certainly not going to be an easy task to maintain the 1952 
level of exports; economists have already pointed out increasing 
difficulties in retaining existing markets and in finding new ones. 
The chief danger lies in iron and steel, where Austria, as a non- 
member of the European Coal and Steel Community, may find 
herself unable to compete with member States, while the levelling- 
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up of coal prices may make Ruhr coal more expensive for her. 
The Government have therefore decided to open negotiations with 
the High Authority with a view to obtaining permission to send 
an observer and to being granted equality of treatment with mem- 
ber States. This request is based on the claim that Austria should 
not be penalized for the failure of the Powers to conclude a 
Treaty which would restore her sovereignty and give her freedom 
to join this or any other international body with whose aims she is 
in agreement. 

The refusal of the Soviet Union to attend the meeting, on 27 
May, of the Foreign Ministers’ deputies charged with the prepara- 
tion of a State Treaty for Austria has caused great disappointment 
in that country and elsewhere; and little confidence is felt in the 
Russian suggestion that discussions could more profitably be con- 
tinued through normal diplomatic channels. The conviction is 
growing that Russia considers Austria a pawn in her relations with 
the West and that the Treaty is a card which she is not prepared to 
play until serious negotiations have started on Germany. 

In the meantime, however, as a sop to Austrian opinion, the 
Russians have made a number of concessions which are startling in 
their suddenness. On 7 June Moscow announced that the functions 
of Commander of the Soviet occupation troops in Austria had been 
separated from those of High Commissioner, and three days later 
the holder of that post was appointed Ambassador as well; this 
decision brings the Russians into line with the Western Powers. 
On 8 June all major controls on the movement of people and goods 
across the Soviet zonal boundaries were abolished, a step which the 
Western Powers had taken in 1947. For a while, smaller conces- 
sions were announced almost daily: the return of more houses and 
schools to the Austrians; Russian agreement to the establishment 
of inter-zonal telephone connections between the British and 
Soviet zones; permission to resume air-mail services with Ger- 
many and Japan; the sale of the assets of a proposed hydro-electric 
station at Ybbs-Persenbeug on the Danube; and Soviet consent to 
the removal of two district chiefs of police in Vienna who had been 
dismissed for their part in Communist riots two years ago but had 
continued in office under Russian orders. 

These concessions were welcome enough, but their practical 
importance should not be exaggerated. They are certainly no sub- 
stitute for freedom; and the continued censorship of the mails, the 
Russians’ stranglehold on Radio Vienna, their interference in the 
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ordinary processes of the law and in the internal political affairs of 
the country are at least as irksome as is their economic exploitation 
of the zone they occupy. The most fitting gesture the Russians 
could make—and one that would increase their popularity over- 
night—would be to facilitate the conclusion of a State Treaty in 
time to celebrate the tenth anniversary of the Moscow Declaration 
on the restoration of an independent Austria, which will fall in 
November. K. R. S. 


Raw Materials: Scarcity or Plenty? 


IMMEDIATELY after the second World War the raw material pro- 
ducers feared the danger of over-production, and today uncer- 
tainties as to market prospects are beginning to reappear. The 
intervening years, however, have witnessed the invasion of Korea 
in July 1950 and the ensuing commodity boom, which reached a 
peak during 1951. Acute scarcity of raw materials is not at the 
moment a problem, with the result that all but two of the alloca- 
tion committees of the International Materials Conference have 
been wound up. But the question remains relevant whether 
sufficient is being done today to ensure that in the more distant 
future the supply of raw materials will keep pace with the ex- 
pansion in manufacturing. This ‘new Malthus ghost’, which was 
first seen during the war and which reappeared with the Korean 
armaments boom, is discussed in a recently published Chatham 
House Information Paper on the world production of raw 
materials. In view of the possibility in the future of continuous 
pressure on world raw material resources, it may be helpful to 
summarize some salient facts given in the Information Paper on 
post-war developments both in the production of raw materials 
and in the use that has been made of them. 


NEW USES 
The discovery of new uses for the world’s natural resources is 
characteristic of modern times. For instance, an increasing variety 


1 World Production of Raw Materials. [Information Papers No. 18]. (London: 
Royal Institute of International Affairs. viii, 104 pp. 7s. 6d.) The book includes 
forty-eight statistical tables showing production of raw materials. 
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of uses is being found for both natural and synthetic rubber, al- 
though nearly two-thirds of all the rubber produced still goes into 
tyres and inner-tubes. Apart from the various traditional uses for 
zinc, this metal has been increasingly employed for alloy die-cast- 
ings, particularly in the motor and general engineering industries. 
Lead also has important new uses, such as the sheathing of electric 
cables. The growing importance of iron and steel, both in war and 
peace, need not be emphasized; for the steel industry a great 
variety of alloying elements such as nickel, chrome, manganese, 
molybdenum, tungsten, and vanadium are now more essential than 
ever before. Another important development, not only in steel pro- 
duction but also in the case of other metals such as copper, lead, and 
tin, has been the striking increase in the use of secondary metal, 
or scrap. The extent to which aluminium has lately risen in im- 
portance is phenomenal; in 1936 world production was about 
360,000 tons, whereas in 1950 it was 14 million tons. The world 
production of bauxite, from which aluminium is derived, increased 
during the same period from 2? million to 74 million tons, reach- 
ing about 10 million tons in 1951. In its pure form aluminium is 
used mainly for pots and pans etc., but it is as an alloy with copper, 
zinc, silicon, and magnesium that this lightest of metals after 
magnesium has gained its predominant position, in particular in 
the aircraft industry. A development worth mentioning is the 
exploitation and use of natural gas, which has increased by leaps 
and bounds. One of the vital needs of today is an ample reserve of 
oil: not only has petroleum assumed an ever-growing import- 
ance as a source of energy, but together with coal it is one of the 
two basic natural raw materials from which the new synthetic 
materials are derived. The advent of synthetic materials, which 
have been developed at such a very rapid rate in the last two or 
three decades, may indeed herald the beginning of a new industrial 
revolution. The many different existing types may be roughly 
divided into plastics, synthetic rubber, synthetic fibres, dye-stuffs, 


_and detergents. The use of plastics in many forms is daily growing 


wider. ‘The level of production by the United States of synthetic 
rubber is a question of outstanding importance, not only to the 
actual natural rubber producers, but also, owing to the dollar 
position, to the sterling area as a whole. The striking expansion in 
the output of artificial fibres, such as rayon, nylon, Orlon, and 
Terylene, is now a major factor in the textile industries, and the 
implications in the growing use of detergents was emphasized by 
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Sir Geoffrey Heyworth in his recent speech before the Annual 
Meeting of Unilever.' He pointed out their influence, not only on 
the world market for oils and fats, but also on the world supply of 
glycerine, a by-product of soap-making. 


TRENDS IN POST-WAR PRODUCTION 


Raw material production responded to war-time demand and 
increased rapidly, in some cases phenomenally, reaching a peak 
some time during the earlier war years—the peak year for metals, 
for instance, was 1943. Thereafter, world production fell slightly 
until it began to drop sharply at the end of the war, reaching a low 
point in 1946 when output had generally sunk to between one- 
half and three-quarters of the pre-war level. After that production 
once more recovered, increasing steeply in 1951. But even so, in 
that year only nine commodities (i.e. petroleum, iron ore, mangan- 
ese, chrome, antimony, pyrites, sulphur, and both synthetic and 
natural rubber) recorded a larger output than the peak reached 
during the war. Since the war, as indeed in any other period, the 
volume of production tended to be influenced by commodity 
prices, which in turn were determined by demand rather than 
supply. This generalization did not, of course, apply to all com- 
modities individually, but broadly speaking it held true to a sur- 
prising degree. It meant that the United States, the major con- 
sumer, played a determining role in raw material production. 
Moreover, the fluctuations in commercial demand tended to be 
reinforced by the U.S. Government’s stockpiling programme. 

In September 1946 commodity prices began to rise. During 1949 
a sharp drop in prices occurred which was followed by a slow up- 
ward movement. Then came the invasion of Korea and the 
scramble for commodities, and prices reached a fantastic peak, 
generally in the first quarter of 1951. The inevitable reaction 
followed, a protracted decline in prices, but at that time not on the 
whole a sharp one. Metals and minerals were the most directly 
influenced by these swings in commodity prices (their output 
could be controlled fairly easily); agricultural raw materials were 
not affected to the same extent and generally reached their peak 
production in 1949 or 1950. Synthetic materials recorded their 
highest output in 1950 or 1951; synthetic rubber was an exception, 
with an output controlled by the U.S. Government and governed 
by political considerations. 


1 The Times, 11 June 1953. 
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Apart from price movements, there were other important factors 
influencing the output of raw materials, particularly during the 
immediate post-war years: the setback in 1945-6 was a natural 
reaction to the war effort when normal maintenance and develop- 
ment had to be neglected. It was a time when raw material re- 
quirements were temporarily reduced because industry had to be 
converted from a war-time to a peace-time footing. ‘Slump 
psychology’ played an important part, but almost equally sig- 
nificant were the rising costs due to inflation and the lack of the 
capital equipment which was needed, above all, for the provision 
of adequate transport facilities in continents such as Africa or 
Australia. 


GEOGRAPHICAL DISTRIBUTION 


The location of raw material sources has been of special signi- 
cance since the war, not only for strategic reasons, but also because 
of the ‘dollar gap’. The absence of convertibility and the conse- 
quent division of the world into separate currency areas has meant 
that the soft currency countries have tried to become more self- 
sufficient and that a distinction between ‘dollar’ and ‘sterling’ 
commodities has assumed special significance. The dollar area, 
including Canada, is a net exporter of aluminium, molybdenum 
nickel, copper (electrolytically refined), zinc, coal, crude sulphur, 
synthetic rubber, soft wood, cotton, woodpulp, and petroleum. 
The ‘sterling commodities’ are tin, rubber, jute, wool, rayon, hard 
hemp, manganese, and chrome. Of these, the United States is 
already a large importer of tin, rubber, wool, and jute manu- 
factures, but not of raw jute. The currency situation has other 
facets. For instance, refining capacity, especially in the sterling 
area, has at times restricted the supply of raw materials available 
for industries in the sterling countries. In this connection mention 
must be made of the efforts of recent years to increase the refining 
capacity in proximity to the mining areas. A good example is the 
erection of the new electrolytic refineries in the copper belt of 
Northern Rhodesia. But oil refineries, for instance, have lately 
tended to move in the opposite direction, from the producing to | 
the consuming area, an illustration of the important effect of un- 
settled political conditions and of strategic and currency considera- 
tions. The enormous increase in the production of oil in the Middle 
East is so well known as to need no special comment. 

The Information Paper contains an interesting table which 




















316 RAW MATERIALS: SCARCITY OR PLENTY? 


shows estimates of the proportional distribution of the principal 
raw materials in 1950 by area of production. The area groupings 
used include not only the sterling and dollar areas, and the Com- 
monwealth, but also the N.A.T.O. countries, the U.S.S.R., and 
the Soviet bloc. Although the available information is known to be 
scanty, a few broad conclusions may be drawn from the point of 
view of strategy. It is clear that the Communist bloc possesses a 
smaller share of the world’s raw materials than the ‘free world’. 
The principal commodities of which the Communist countries 
are known to have a preponderance are flax, true hemp, and 
possibly silk, none of them strategic materials. However, the 
availability of a given material must be related to civilian con- 
sumption so as to get an idea of prospective war supplies. 


INTERNATIONAL CO-OPERATION 


Temporary maladjustments in raw material supplies and the 
consequent instability of commodity prices can seriously hinder 
investment in primary production, quite apart from their other ill 
effects. ‘This problem is, of course, not new, and in fact various 
attempts to exercise some sort of international control were made 
as long ago as the time of the Great Depression. Two well-known 
examples were the pre-war rubber and tin restriction schemes. The 
first real step towards international co-operation, however, came 
after the war. International study groups were established under 
the United Nations for rubber, tin, and wool, and the Inter- 
national Cotton Advisory Committee was formed. When the 
study groups were negotiated, account was taken of the unratified 
draft charter of the International Trade Organization (the 
Havana Charter), which specified that all countries substantially 
interested should be represented in any given commodity control 
scheme and that the nations which are mainly importers of the 
commodity should together have equal voting power with the 
countries which are mainly exporters. Yet post-war experiments 
in international co-operation for the stabilization of commodity 
markets have by and large proved a failure. The international 
study groups have up to the present proved ineffective in so far as 
suggested measures to deal with prospective surpluses or short- 
ages have never actually been adopted for lack of agreement be- 
tween producers and consumers. The F.A.O. had two failures with 
the abortive ‘buffer stock’ scheme immediately after the war, and 
the 1949 proposal to set up an International Commodity Clearing 
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House. Another failure was the international scheme for tin which 
was attempted both in 1949 and 1950. 

The International Wheat Agreement was virtually the only 
commodity scheme to become effective after the war. It amounted 
to a four-year multilateral contract. But even here disagreements 
in negotiating its prolongation after July 1953 have culminated in 
its probable future implementation without the participation of 
Great Britain, the largest single consumer. Though regional co- 
operation as such was not the subject of the Information Paper, 
mention is made of the Commonwealth wool disposal scheme as a 
successful venture. This was controlled entirely by Britain, 
Australia, New Zealand, and South Africa, although other 
countries were represented on the consultative committee. The 
scheme allowed accumulated war-time stocks to be liquidated 
within five years. This task, however, was greatly facilitated by ‘an 
almost insatiable world demand for wool’. 

The shortage of raw materials caused by the rearmament drive 
was needed to stir the ‘free world’ into initiating a vital experi- 
ment in international co-operation, the International Materials 
Conference. Under the I.M.C., which was launched in Washing- 
ton in January 1951, a central group and a number of commodity 
committees were set up to consider raw materials in short supply. 
International allocation schemes were introduced which were, in 
fact, modelled on the procedure evolved by the Coal Division of 
the Economic Commission for Europe which had allocated Euro- 
pean coal since 1946. It is worth noting that the success of I.M.C. 
depended on the willingness of countries to co-operate as there 
was no formal authority, no written constitution, but in general 
only a reliance on the working of normal export and import con- 
trol. Twenty-eight countries joined the I.M.C. and there were 
seven commodity committees: for copper, lead, and zinc; sulphur; 
cotton and cotton linters; wool; pulp and paper; tungsten and 
molybdenum; manganese, nickel, and cobalt. Only the two last- 
named committees remain in existence: with the disappearance of 
acute shortage, three were wound up in September 1952 and an- 
other two in March 1953; only nickel and molybdenum are still 
being allocated. 


SCARCITY OR PLENTY? 


The Information Paper makes the point that production of raw 
materials in 1950 was only some ro per cent larger than in the five 
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years immediately preceding the war, whereas manufacturing had 
increased by about 40 per cent. Although the period selected was 
not altogether normal, the figures remain suggestive. Is there, the 
Paper asks, a likelihood that world manufacturing may in the long 
run outstrip the supply of raw materials? It is pointed out that 
history cannot supply an answer because large-scale industrializa- 
tion dates back only some 150 years. In the nineteenth century the 
discovery of the steam-engine not only helped the development of 
manufacturing but it also opened up new continents, making avail- 
able new resources. In the present century, industrial expansion 
is based not only on technological advance but also on the ad- 
vantages of large-scale production and on improvements in 
organization and management. What is more, there has been no 
innovation comparable with the steam-engine to provide new 
cheap transport facilities for the under-developed countries, al- 
though this may still come when atomic energy is harnessed for in- 
dustrial use. 

Industrialization is moving apace in many under-developed 
countries, as for instance in Latin America. The United States is 
expected to continue expanding at the compound rate of 3 per cent 
per annum. This would mean, according to an estimate presented 
by the United States President’s Materials Policy Commission (the 
Paley Report)!, which was concerned with materials supplies for 
the long-term economic expansion of the United States, that by 
1975 the United States would be using 60 per cent more raw 
materials than in 1950. But that country is already the world’s 
largest consumer of practically all raw materials—a pre-war trend 
which was translated into fact after the war when Great Britain 
was overtaken as the largest consumer of one commodity after an- 
other. Broadly speaking, the United States already consumes as 
much as one-third or one-half of any particular raw material. It is 
true that only 11 per cent of the United States’ land surface has so 
far been adequately surveyed, so that unsuspected mineral re- 
serves may well be concealed in the thin mantle of young rock 
which covers half the country. But on the other hand some of her 
mineral deposits, for instance the high-grade iron ore of the 
Mesabi Range, are nearing exhaustion and the probability is that 
any further increase in American demand for basic material will 
largely have to be met by a greater dependence on imports. If 
world production expands sufficiently to meet the additional 


1 Washington, U.S. Government Printing Office, 1952. 
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demand, this trend might provide a long-term solution to the dol- 
lar problern. But the industrial capacity in other countries is also 
expanding, sometimes at an even higher annual rate than that of the 
United States. 

There is one post-war trend which may tend to reduce the future 
demand for raw materials at any given stage of industrial activity. 
It is the fact that, prompted by the threatened raw materials short- 
age of 1950-1, industry has learnt to economize in the use of 
scarce materials. What is more important, manufacturers are 
adopting the more economic methods as part of their normal pro- 
duction process. There have been roughly three lines of attack: 
the use of substitute materials; the saving of scrap and swarf; 
lastly, but more fundamental, a statistical approach to stock con- 
trol. The latter involves the cutting-out of waste through the 
adaptation of standard specifications and by adjusting blue-prints 
so that a maximum number of items could be obtained from a 
given sheet of metal. The Information Paper points out the con- 
siderable scope that exists in this field and the profound effect 
economy in the use of materials may have in the future. It may 
create serious problems for primary producers in the immediate 
future, if the world returns to a more peaceful setting. But it does 
not necessarily mean that the world demand for raw materials 
would decline if the rate of expansion in industrial output is 
sufficiently high. In any case, future world-wide expansion in 
peace-time requirements for consumer goods would have to be 
anticipated by large-scale investment in primary production. 


DEVELOPMENT PROJECTS 


[n agricultural production there has been an endeavour in recent 
years to obtain a larger output from a given area of cultivated land 
by means of improved methods. Cotton production, for example, 
has been increased in East Africa, Nigeria, India, and Pakistan. 
But serious efforts to develop natural resources took place only 
after the outbreak of hostilities in Korea in July 1950 and were 
concentrated on the production of strategic material. The pre- 
ponderant part was naturally played by American capital. 
Inside the United States, newly discovered deposits of copper, 
lead, zinc, and tungsten are now being worked in Alaska, new 
deposits of manganese in Arkansas, of tungsten in Oregon, and a 
new large elemental sulphur dome was discovered in Louisiana at a 
time when concern was felt over the exhaustion of known sulphur 
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reserves. The production from known deposits of minerals such} 
aS uranium, zinc, magnesium, and petroleum was also intensified. | 
Foreign investment of American capital is still relatively small, 
except in Canada and, in the case of oil development, also inf 
Venezuela and the Middle East. 

In the Commonwealth the lead has been taken by Canada with 
her wealth of untapped resources and with the American market 
so near at hand. That country is now believed to be virtually 
‘floating on a sea of oil’ and before long it might well become one 
of the most important petroleum producers of the world. Vast new 
iron ore deposits have been discovered and are being exploited in 
Labrador and Quebec. Aluminium production is being expanded 
and the output of bauxite in British Guiana and Jamaica is being 
increased to meet the larger Canadian requirements. Canadian 
nickel production is also being further developed and mines are 
replacing the surface deposits. There are other Canadian projects, 
not mentioned in the Information Paper, such as the development 
of natural gas in the prairies and uranium in the north. 

Other parts of the Commonwealth also have large untapped 
resources of most raw materials; exceptions are nickel, natural 
sulphur, and molybdenum. Their development is proceeding, 
though not at such a rapid rate as in the United States and Canada. 
Copper and cobalt are being developed in Northern Rhodesia and 
Uganda. Large-scale zinc and lead mining is to be started in 
Nigeria and the production of these two metals is to be increased 
in Australia. Aluminium is to be produced in the Gold Coast from 
indigenous bauxite. Manganese production is expected to increase 
in India and South Africa; tungsten in Britain, Nigeria, and 
Uganda; beryllium in India; iron ore in Sierra Leone and Malaya; 
chrome in Southern Rhodesia; pyrites for sulphur in Cyprus; 
and uranium in South Africa. Outside the Commonwealth output 
is also increasing. ‘To take some examples, iron ore is being de- 
veloped in French Guinea and elsewhere, manganese in the 
Belgian Congo and Brazil, nickel in Cuba and New Caledonia. 

It is almost impossible to assess precisely the ultimate import- 
ance of all these new schemes. Some will doubtless have a con- 
siderable effect on future raw materials supplies but many of them 
were started for reasons of strategy and costs may therefore prove 
too high for some of them to be maintained in competitive con- 
ditions. This is perhaps more particularly true of the United States 
itself, where most of the high-grade materials have already been 
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won. If, however, the world’s population continues to grow at the 
present rate and if the standard of living in the backward areas is 
to be raised, the ‘new Malthus ghost’ discussed in the Information 
Paper might one day be found to have substance. But adequate 
expansion of the international schemes for financing long-term 
developments, and the stabilization of commodity markets through 
effective international co-operation, would go a long way towards 
averting any such danger. 
M. G. 

















